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Investment manager Linda Lin and investment specialist Qian Zhang give an update on the China A 
Shares Strategy covering Q1 2024. 
    

 

Your capital is at risk. Past performance is not a guide to future returns. 
 
Qian Zhang (QZ): Hello everyone, welcome to the video update for our China A Share Strategy. My 
name is Qian Zhang, I'm an investment specialist for the team, and I'm joined today by Linda Lin, 
the head of our China investment Team and portfolio manager for the China A Share Strategy. 
 
Hi Linda. 
 
Linda Lin (LL): Hi Qian. 
 
QZ: Okay, so let's first dive into the key event that happened recently, which is China's annual 
parliamentary meeting. We call it the ‘two sessions’, which is perhaps the most important political 
and economic forum for the country. Many of our clients ask about what are the market 
implications from this. I'm keen to know what's your readings from this, Linda. 
 
LL: I think that firstly, it's worth noting that for our China A Share Strategy, the focus is to find the 
best growth companies in the universe. As such, we're actually having a very engaged and active 
approach to research only a small number of companies, rather than reading the macro wind to 
timing the market. But saying that, I think the two sessions meetings actually provided some very 
valuable watching points for current economy situation in China, and also the future policy direction 
that actually is very important. So three observations that I want to share.  

Firstly, I think the current announced stimulus package is moderate. I think the government is still 
taking the middle step for that. This is lower than the market expectation. I think what the market is 
looking for is to rebuild the strong confidence that Chinese government can handle the ongoing 
challenges in the economy situation.  

I think secondly, the most positive one, the government actually emphasised they will continue to 
support the private companies. I think in some of our portfolios, the founders are actually looking 
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for a stable and transparent regulation environment. I think that's going to be the case now. So that 
will remove some of the concerns, which is called regulation risk premium, over some of our 
holdings. I think certainly, which I think is a continuation of what the government has been trying to 
deliver the message for the last few years,  on the new drivers of Chinese economy. I think they 
mentioned upgrading of manufacturing, and also trying to emphasise the importance of technology, 
digitalization, and education. I'm sure there are a number of companies in our portfolio that are 
going to benefit from the policy. Overall, I think the outcomes are under our expectation, but are 
not inspiring for the market. I think that the market sentiment generally turned a bit more positive 
from February. But I feel any temptation to bet on the momentum direction of what's 
macroeconomic direction will go are questionable. So stock picking actually remains key for us. 

QZ: Yes, thank you for that. 

I think the key question from here, especially for us as growth investors and stock pickers, is that 
how do you see individual growth opportunities under such a backdrop, where the macroeconomy 
is slowing? There are multiple headwinds, and also there's no big stimulus coming in. Why can 
companies still grow under such a scenario? 

LL: That's actually a very good question. I think the market, especially the Western media, they 
always focus on the rate of growth in China. But actually, the size of growth is more important to 
me when we're looking at some of the innovative companies who are actually driving or benefiting 
from long-term secular trends. China GDP now is two times of Japan, six times of India, and also six 
times of all those Asian countries combined. Also, it's bigger than the 27 countries in Europe 
putting together. So when we're talking about this size of domestic economy, and also dense of 
talent, supply chain advantage, and also the capital, these provide a very exciting experimental 
land for the innovative company in China to grow.  

We actually went back to China in January when the market sentiment was extremely low. On one 
side all talked about the property market, the geopolitical risk, and also regulation headwinds. But 
on the other side, we actually identify a group of very exciting growth companies at operational 
level. I can show you a few examples. One private company called Little Red Book, that's one of the 
leading social e-commerce players in China. They actually have grown their revenue and profits 
multiple times in the last two years. And also a portfolio company, Sungrow, which is a solar 
converter leader in the world space. They actually announced the profit can grow about 150 per 
cent. Proya, which is a domestic cosmetic brand. Under this very weak economy environment and 
competitive market, we can still see these companies keep taking market share. They have done 
very well in the recent Women’s day’s sale across all the e-commerce platforms in China. And the 
last one is interesting, Anker, which is one of the most popular consumer electric brands on 
Amazon, they generate most of their income outside of China and in the last three quarters, this 
company has grown their revenue by more than 30 per cent. So I can have a long list to go on and 
on. But generally speaking, looking from the bottom-up stock research perspective, I still remain 
confident there are plenty of actual growth Chinese companies which can be found from the active 
research process. But the strong fundamentals for those individual companies are totally forgotten 
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by the markets when the market is super focused on where the property market will go and also 
what the geopolitical risk will do. So I think that gives us a very exciting point as a stock picker. And 
hopefully we can keep hunting those names for our clients. 

QZ: Thank you for that. I think most of our clients would actually agree that there are still a lot of 
actual growth at a company level in China. But the key question going forward from here is, will the 
market eventually recognise them and reward them with decent share price returns? Because the 
macro-overhang has been lasting for longer than people would have expected. What's your view 
here? 

LL: Yeah, I still believe yes. But the key for us is to try to find those long-term winners early and 
hold them for long and finally let those big winners to win. One challenge, also I think it's one 
consistent challenge when we're looking at China is a very short-term focus of the markets and also 
the market peers. One key advantage that we can bring to investing is a real long-term and patient 
approach that actually allowed us to ignore the short-term price fluctuation and focusing on finding 
those best names which can drive the long-term and secular trends for China. I think that really 
matters for the long-term return. So CATL, actually the leading battery company in the world can be 
a very good example for this. We firstly invested in this company in 2019, and since then this 
company has grown the revenue and profits by almost 10 times. I think the share price, it has 
dropped nearly half since the peak in December 2021, but this company still delivered 2.5 times 
return for our clients. So we trimmed it when the market multiple was high. But recently after the 
de-rating, we reviewed the investment case and we found the valuation gets very attractive for its 
upside and then we took the opportunity to add. I think it is true as you said Qian, the macro issue 
which has dominated the market sentiment much longer than we have expected. Our strategy 
underperformed during the recent period. We explained in the last video that according to our data, 
the Chinese state-owned enterprise outperformed non-SOE significantly in 2023 when the market 
was in a weak shape. That also is not supportive to our growth investment. However, we actually 
see little reason to change in our investment philosophy and process because we don't really want 
to sacrifice our return requirements and also the governance standards to chase the short-term 
returns. Where our focus remains still on finding the best growth companies in that universe who 
can deliver the long-term sustainable growth.  

QZ: Thank you for that. You mentioned the details about CATL. Are there any other tradings that 
you have done recently in the portfolio that are worth highlighting?  

LL: Yeah, I think generally speaking the turnover of the portfolio remains relatively low according to 
our investment philosophy and also that shows our confidence in the current shape of the portfolio. 
But there are lots of research going on and also a lot of debates about the names in the portfolio. I 
think when we are looking at the current portfolio, we are not actually shying away from selling 
some of the growth companies who are not meeting our high growth hurdle anymore. Two 
examples, one is Haitian Soy Sauce. It is a very high-quality company with endurance but according 
to current valuation and upside, we don't believe it actually can take a space in this very highly 
concentrated growth portfolio. Another one is Ping An Insurance. We are bearing in mind after the 
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weakness of the current share price, the valuation looks very attractive, but our upside case of the 
Chinese private insurers have fallen down. So we took some position out from the portfolio and 
recycled the capital to add to those companies who actually have shown us the long-term resilience 
on their operational level. CATL and Anker which I have mentioned before. And also we added to 
Central Testing which is a third-party service provider for the testing services in different industries 
in China. And we also have a lot of new names going on for the second round research or sitting on 
the watch list for us to having a better entry point. But looking at the shape of the portfolio, I think 
we do have notable exposure to the several growth areas, including the rise of domestic brands, 
green transition, manufacturing upgrades and also innovative healthcare in the future. And I still 
strongly believe those areas are going to benefit from the policy tailwind. Last but not the least, 
those companies with this type of quality of fundamentals are offering a big discount now, which I 
personally haven't seen in the market for many years. 

QZ: I see. 

Thank you, Linda. If I try to summarise our discussion, I'd probably say there are three main points. 
Number one is the macro situation appears to be sort of a status quo after the two sessions. 
Number two, even with that backdrop that doesn't derail the actual, excellent growth from a lot of 
the individual companies that you see on the ground, who are actually driving or benefiting from the 
longer-term secular themes. Last but not least, our portfolio is well positioned for a gradual 
recovery of the economy and consumer confidence, as well as a return of market focus on the 
company fundamentals.  

Thank you for joining us all. We hope this was a helpful update and we'll see you next quarter.  

LL: Thank you. 
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China A Shares  
Annual past performance to 31 March each year (net%) 

 2020 2021 2022 2023 2024 

China A Shares Composite*  10.0 80.3 -13.2 -9.8 -34.9 

MSCI China A Onshore Index -6.5 49.9 -7.9 -9.3 -17.1 
 

Annualised returns to 31 March 2024 (net%) 

 1 year 5 years 10 years Since inception 

China A Shares Composite*  -34.9 0.2 N/A 1.4 

MSCI China A Onshore Index -17.1 -0.6 N/A 0.6 
*Inception date: 28 February 2019. 
Source: Baillie Gifford & Co and MSCI. USD. Returns have been calculated by reducing the gross return by the highest annual management 
fee for the composite. 

 
Past performance is not a guide to future returns. 
 

Legal notice: MSCI makes no express or implied warranties or representations and shall have no liability whatsoever with respect to any MSCI 
data contained herein. The MSCI data may not be further redistributed or used as a basis for other indexes or any securities or financial 
products. This report is not approved, endorsed, reviewed or produced by MSCI. None of the MSCI data is intended to constitute investment 
advice or a recommendation to make (or refrain from making) any kind of investment decision and may not be relied on as such. 

  

Risk factors  
The views expressed should not be considered as advice or a recommendation to buy, sell or hold a 
particular investment. They reflect opinion and should not be taken as statements of fact nor 
should any reliance be placed on them when making investment decisions. 
 
This communication was produced and approved in April 2024 and has not been updated 
subsequently. It represents views held at the time and may not reflect current thinking. 
 
All investment strategies have the potential for profit and loss, your or your clients’ capital may be 
at risk. Past performance is not a guide to future returns.  
 
This communication contains information on investments which does not constitute independent 
research. Accordingly, it is not subject to the protections afforded to independent research, but is 
classified as advertising under Art 68 of the Financial Services Act (‘FinSA’) and Baillie Gifford and 
its staff may have dealt in the investments concerned. 
 
All information is sourced from Baillie Gifford & Co and is current unless otherwise stated.  
 
Important information 
Baillie Gifford & Co and Baillie Gifford & Co Limited are authorised and regulated by the Financial 
Conduct Authority (FCA). Baillie Gifford & Co Limited is an Authorised Corporate Director of OEICs. 
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Baillie Gifford Overseas Limited provides investment management and advisory services to non-UK 
Professional/Institutional clients only. Baillie Gifford Overseas Limited is wholly owned by Baillie 
Gifford & Co. Baillie Gifford & Co and Baillie Gifford Overseas Limited are authorised and regulated 
by the FCA in the UK.  
 
Persons resident or domiciled outside the UK should consult with their professional advisers as to 
whether they require any governmental or other consents in order to enable them to invest, and 
with their tax advisers for advice relevant to their own particular circumstances. 
 

Financial intermediaries 
This communication is suitable for use of financial intermediaries. Financial intermediaries are 
solely responsible for any further distribution and Baillie Gifford takes no responsibility for the 
reliance on this document by any other person who did not receive this document directly from 
Baillie Gifford. 
 

Europe 
Baillie Gifford Investment Management (Europe) Limited provides investment management and 
advisory services to European (excluding UK) clients. It was incorporated in Ireland in May 2018. 
Baillie Gifford Investment Management (Europe) Limited is authorised by the Central Bank of 
Ireland as an AIFM under the AIFM Regulations and as a UCITS management company under the 
UCITS Regulation. Baillie Gifford Investment Management (Europe) Limited is also authorised in 
accordance with Regulation 7 of the AIFM Regulations, to provide management of portfolios of 
investments, including Individual Portfolio Management (‘IPM’) and Non-Core Services. Baillie 
Gifford Investment Management (Europe) Limited has been appointed as UCITS management 
company to the following UCITS umbrella company; Baillie Gifford Worldwide Funds plc. Through 
passporting it has established Baillie Gifford Investment Management (Europe) Limited (Frankfurt 
Branch) to market its investment management and advisory services and distribute Baillie Gifford 
Worldwide Funds plc in Germany. Similarly, it has established Baillie Gifford Investment 
Management (Europe) Limited (Amsterdam Branch) to market its investment management and 
advisory services and distribute Baillie Gifford Worldwide Funds plc in The Netherlands. Baillie 
Gifford Investment Management (Europe) Limited also has a representative office in Zurich, 
Switzerland pursuant to Art. 58 of the Federal Act on Financial Institutions (“FinIA”). The 
representative office is authorised by the Swiss Financial Market Supervisory Authority (FINMA). 
The representative office does not constitute a branch and therefore does not have authority to 
commit Baillie Gifford Investment Management (Europe) Limited. Baillie Gifford Investment 
Management (Europe) Limited is a wholly owned subsidiary of Baillie Gifford Overseas Limited, 
which is wholly owned by Baillie Gifford & Co. Baillie Gifford Overseas Limited and Baillie Gifford & 
Co are authorised and regulated in the UK by the Financial Conduct Authority. 
 
Hong Kong 
Baillie Gifford Asia (Hong Kong) Limited 柏基亞洲(香港)有限公司 is wholly owned by Baillie Gifford 
Overseas Limited and holds a Type 1 and a Type 2 license from the Securities & Futures 
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Commission of Hong Kong to market and distribute Baillie Gifford’s range of collective investment 
schemes to professional investors in Hong Kong. Baillie Gifford Asia (Hong Kong) Limited  
柏基亞洲(香港)有限公司 can be contacted at Suites 2713-2715, Two International Finance Centre, 8 
Finance Street, Central, Hong Kong. Telephone +852 3756 5700. 

 
South Korea 
Baillie Gifford Overseas Limited is licensed with the Financial Services Commission in South Korea 
as a cross border Discretionary Investment Manager and Non-discretionary Investment Adviser. 
 

Japan 
Mitsubishi UFJ Baillie Gifford Asset Management Limited (‘MUBGAM’) is a joint venture company 
between Mitsubishi UFJ Trust & Banking Corporation and Baillie Gifford Overseas Limited. 
MUBGAM is authorised and regulated by the Financial Conduct Authority. 
 

Australia 
Baillie Gifford Overseas Limited (ARBN 118 567 178) is registered as a foreign company under the 
Corporations Act 2001 (Cth) and holds Foreign Australian Financial Services Licence No 528911. 
This material is provided to you on the basis that you are a “wholesale client” within the meaning of 
section 761G of the Corporations Act 2001 (Cth) (“Corporations Act”).  Please advise Baillie Gifford 
Overseas Limited immediately if you are not a wholesale client.  In no circumstances may this 
material be made available to a “retail client” within the meaning of section 761G of the 
Corporations Act. 
 
This material contains general information only.  It does not take into account any person’s 
objectives, financial situation or needs. 
 

South Africa 
Baillie Gifford Overseas Limited is registered as a Foreign Financial Services Provider with the 
Financial Sector Conduct Authority in South Africa.  
 

North America  
Baillie Gifford International LLC is wholly owned by Baillie Gifford Overseas Limited; it was formed 
in Delaware in 2005 and is registered with the SEC. It is the legal entity through which Baillie 
Gifford Overseas Limited provides client service and marketing functions in North America. Baillie 
Gifford Overseas Limited is registered with the SEC in the United States of America. 
 
The Manager is not resident in Canada, its head office and principal place of business is in 
Edinburgh, Scotland. Baillie Gifford Overseas Limited is regulated in Canada as a portfolio manager 
and exempt market dealer with the Ontario Securities Commission ('OSC'). Its portfolio manager 
licence is currently passported into Alberta, Quebec, Saskatchewan, Manitoba and Newfoundland 
& Labrador whereas the exempt market dealer licence is passported across all Canadian provinces 
and territories. Baillie Gifford International LLC is regulated by the OSC as an exempt market and 
its licence is passported across all Canadian provinces and territories. Baillie Gifford Investment 
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Management (Europe) Limited (‘BGE’) relies on the International Investment Fund Manager 
Exemption in the provinces of Ontario and Quebec. 
 

Israel 
Baillie Gifford Overseas Limited is not licensed under Israel’s Regulation of Investment Advising, 
Investment Marketing and Portfolio Management Law, 5755-1995 (the Advice Law) and does not 
carry insurance pursuant to the Advice Law. This material is only intended for those categories of 
Israeli residents who are qualified clients listed on the First Addendum to the Advice Law. 
 
 
 
 
 


